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PARIS ALSO POR USOECD 

E.O.II652:GDS 
TAGS: EPIN.EEC 

SUBJECT: EUROPEAN MONETARY ARRANGEMENTS: MONETARY 
COMMITTEE SUMMARY OP PINANCE COUNCIL DISCUSSIONS 

1 . THE MISSION HAS OBTAINED ON A CONPIDENTIAL BASIS A 

COPY OP THE EC MONETARY COMMITTEE'S SUMMARY OP THE JUNE 19 
FINANCE COUNCIL DISCUSSION OP A NEW MORE STABLE EUROPEAN 
EXCHANGE-RATE SYSTEM. THIS SUMMARY IS TO BE USED AS A 
BASIS POR PURTHER DISCUSSION AT THE JULY 6-7 EUROPEAN 
COUNCIL. 

2. THE SUMMARY WAS DRAPTED BY THE MONETARY COMMITTEE 
SECRETARIAT WITH AMENDMENTS MADE IN CONSULTATION WITH 
NATIONAL CAPITALS. (WE ARE TOLD THAT THE GERMAN AND 
DUTCH IN PARTICULAR TONED DOWN OVER-EXUBERANT SECRETARIAT 
LANGUAGE ON THE NEED POR EXPANDED CREDIT PACILITIES.) 

TEXT POLLOWS (INPORMAL MISSION TRANSLATION): 
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(1) THE COUNCIL HOPES FOR PROGRESS TOWARDS THE GREATEST 
POSSIBLE EXCHANGE-RATE STABILITY EVEN BEPORE MEMBER STATES 
HAVE ENTIRELY RESOLVED THE PROBLEM OF DIFFERENCES IN RATES 
OP INPLATION AND BALANCES OP PAYMENTS. SUCH PROGRESS 
COULD CONTRIBUTE TO THE CONVERGENCE OP ECONOMIC TRENDS AND 
POLICIES OF MEMBER STATES IN THE DIRECTION OF MORE 
SATISFACTORY GROWTH AND REDUCED INFLATION. 


Sheryl P. Walter Declassified/Released US Department of State EO Systematic Review 20 Mar 2014 



Sheryl P. Walter Declassified/Released US Department of State EO Systematic Review 20 Mar 2014 


(2) NEVERTHELESS, A GREATER EXCHANGE STABILITY IN THE 
COMMUNITY COULD NOT BE DURABLE WITHOUT SUBSTANTIAL AND 
CONTINUED PROGRESS TOWARDS CONVERGENCE OF ECONOMIC 
CONDITIONS. 

(3) A LARGE CONSENSUS HAS BEEN OBTAINED IN THE COUNCIL THAT 
THE EXCHANGE-RATE MECHANISM TO BE PUT IN PLACE BE FOUNDED 
ON THE FOLLOWING PRINCIPLES: 

(A) THE SYSTEM MUST INCLUDE ALL CURRENCIES OF THE 
SNAKE AND ALL THOSE OF THE EEC (LOOKING FORWARD TO A 
TRANSITION PERIOD) AND COULD WELCOME OTHER EUROPEAN 
CURRENCIES. 

(B) IT MUST INVOLVE AN EQUITABLE SYMMETRY BETWEEN THE 
RESPONSIBILITIES OF MEMBER STATES, MAKING WAY FOR CERTAIN 
FIXED OBJECTIVES, INCLUDING THOSE OF THE BALANCE OF PAY- 
MENTS. 

(C) THE SYSTEM MUST NOT HARM THIRD COUNTRY CURRENCIES. 

(D) IT MUST PERMIT THE SNAKE TO BE MAINTAINED FOR THOSE 
PARTICIPATING IN IT. 

(E) IT MUST INCLUDE OBLIGATIONS TO INTERVENE AND FIRM 
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COMMITMENTS ON ECONOMIC POLICY. 

(F) WHILE THE SYSTEM MUST AID THE REDUCTION OF 
DIVERGENCIES BETWEEN ECONOMIC CONDITIONS, IT MUST NOT 
IMPEDE THE EVOLUTION OF EXCHANGE-RATE CHANGES REFLECTING 
REAL DISPARITIES WHICH EXIST. 

(G) AN EXCHANGE-RATE MECHANISM INVOLVING OBLIGATIONS TO 
INTERVENE WOULD REQUIRE AN APPROPRIATE ARRANGEMENT OF THE 
COMMUNITY VERY SHORT-TERM CREDIT AND SHORT-TERM MONETARY 
SUPPORT FACILITIES. 

(4) THE COUNCIL IS CONVINCED THAT IF BALANCE OF PAYMENTS 
DIFFICULTIES LEADING TO RECOURSE TO SHORT-TERM CREDITS 
PERSIST, FOR WANT OF THE COMING OF GREATER CONVERGENCE 
DURING THE COURSE OF THE CREDIT, IT WOULD BE NECESSARY TO 
ARRANGE A MEANS OF CONSOLIDATING CREDITS, IN WHOLE OR IN 
PART, BY MEDIUM-TERM COMMUNITY FINANCING, IN A FASHION 
COVERING THE NECESSARY PERIOD TO OBTAIN SUFFICIENT ECONOMIC 
CONVERGENCE. TO THIS END, THE COMMUNITY MEDIUM-TERM CREDIT 
MECHANISMS OUGHT TO BE RE-EXAMINED. 
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(5) THE COUNCIL EXPRESSED INTEREST IN GIVING A MORE ACTIVE 
ROLE TO THE EUROPEAN MONETARY COOPERATION FUND IN THE 
CONTEXT OF PROGRESS TOWARDS EMU. IN THIS REGARD, THE 
SUGGESTION THAT THE EMCF ISSUE EUROPEAN UNITS OE ACCOUNT 
(EUA) TO SERVE AS MEANS OE SETTLEMENT AMONG MONETARY 
AUTHORITIES RECEIVED SUPPORT. THE CREDITS AND DEBTS 
RESULTING FROM THE OPERATIONS OF THE FUND COULD BE 
DENOMINATED IN EUA. 

(6) THE COUNCIL IS OF THE OPINION THAT THE STABILITY OF 
COMMUNITY RELATIONS WOULD BE FACILITATED BY THE REALIZATION 
OF A GREATER STABILITY IN EXCHANGE RELATIONS WITH 
PRINCIPLE THIRD-COUNTRY CURRENCIES. HINTON 
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